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Dear Appl icant :  

W e  have considered your a p p l i c a t i o n  f o r  r ecogn i t ion  of  
exenp t ion  from f e d e r a l  income t a x  a s  an o rgan iza t ion  desc r ibed  i n  
s e c t i o n  5 0 1 ( c ) ( 6 )  o f  t h e  I n t e r n a l  Revenue Code. For t h e  reasons  
s t a t e d  below, we conciude t h a t  you d o  n o t  q u a l i f y  f o r  t a x  
exempticn under  t h a t  sec t ion .  Your p r o t e s t  r i g h t s  a r e  a l s o  
exp la ined  below. 

You were incorporated on ********* * *  ***4, i n  t h e  S t a t e  c f  
******** . Your r e s t a t e d  a r t i c l e s  a f  incorpora t ion  provide thac 
yau  a r e  organized and s h a l l  be opera ted  a s  a  bus iness  league 
described i n  s e c t i o n  5 0 1 ( c ) ( 6 )  of t h e  I n t e r n a l  Revenue Code f o r  
t h e  purpose of promoting t h e  common bus iness  i n t e r e s t s  of i ts  
members and of t h e  c h i r o p r a c t i c  p r o f e s s i o n  genera l ly .  
S p e c i f i c a l l y ,  your a r t i c l e s  s t a t e  t h a t  you were c r e a t e d  f o r  t h e  
p r i n c i p a l  purpose of  developing, promoting, and opera t ing  
programs t h a t  w i l l  advance t h e  p u b l i c ' s  unders tanding of 
c h i r o p r a c t i c  c a r e  a s  an important p a r t  o f  h e a l t h  c a r e  genera l ly  
and t c  i n c r e a s e  t h e  p u b l i c ' s  access  t o  h igh  q u a l i t y  h e a l t h  c a r e ,  
i n c l u k i n g  t h e  p u b l i c ' s  access  t o  high q u a l i t y  c h i r o p r a c t i c  c a r e  
w h i l e  p r e s e r v i n g  and expanding t h e  p r a c t i c e s  o i  both menbers and 
c h i r o p r a c t o r s  g e n e r a l l y .  

I n  your  Attachment t o  Form 1024, Appl ica t ion  f o r  Recognition 
of  Exemption, you s t a t e  t h a t  t h e  i n i t i a l  focus  of  your a c t i v i t i e s  
h a s  been t o  sponsor  programs t h a t  would enab le  c h i r o p r a c t o r s  t o  
o b t a i n  reimbursement f o r  t h e i r  p r o f e s s i o n a l  s e r v i c e s  Erom t h i r d -  
p a r t y  payors ,  such a s  h e a l t h  i n s u r e r s  and HMOs. You s t a t e  t h a t  
due t o  t h e  s t r u c t u r a l  a spec t  of t h e  c h i r o p r a c t i c  p rg fess ion ,  t h e  
l a c k  of  s t a t e  law mandating i n c l u s i o n  o f  c h i r c p r a c t o r s  i n  HMos, 
t h e  l a c k  o f  profess ional .  pee r  review of  c h i r o p r a c t o r s ,  and t h e  
dynamics of t h e  medical profess ion i n  g e n e r a l ,  c h i r o p r a c t o r s  have 
found it d i f f i c u l t ,  i f  n o t  impossible ,  t o  p a r t i c i p a t e  i n ,  and 
r e c e i v e  payment f o r  t h e i r  Services  from, HMOs, PPOs, and o t h e r  
t h i r d - p a r t y  payment programs. 

"'li11S ruling 1s epplicabls to t h ~  tn:.:payep 
nmcd  hcrei? It nust ~ o t  bo Pi:20d On, 
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I n  your l e t t e r  of ****** **  ****, you have broken down your 
a c t i v i t i e s  I:O t h e  fo l lov ing  four  major d iv i s ions :  (1) Program 
Adminis t ra t ion;  (2 )  Peer Review and Relatad AilminisCraci-~e 
A c t i v i t i e s :  ( 3 )  S o l i c i t a t i o n  of Third-Party Payment Trograms; 
and,  ( 4 )  workshops, Seminars and Related A c t i v i t i e s .  You have 
a l s o  e s t i n a t e d  t h e  amount of your time which is devoted t o  each 
of  t h e  above a c t i v i k i e s  t o  be ;s follows: Program Adnin i s t ra t ion  - 40%, Peer Beview and Related Administ=ative A c t i v i t i e s  - 359,  
S o l i c i t a t i o n  of Tfiird--Party Payment Programs - 20%, and, 
Workshnps, Seminar; and Relzted A c t i v i t i e s  - 5%. 

The most r e c e n t  Fom 990, Return of Organization Zxernpt F r o n  
Income Tax, you have submitted shows t h a t  f o r  t h e  year  ****, you 
had t o t a l  f u n c t i o n a l  expenses of $******  of which $******  
*****%) was ewended f o r  program s e r v i c e s .  Your Farm 990 f o r  
**** lists t h r e e  program s e r v i c e  expenses and t h e  amounts 
expended on each a * ***  ws: Chi roprac t ic  Benef i t s  Program 
A * * * * s t r a t i o n  - $***** ; Chiropra*** ** a l i ty  Review Serv ices  - 
$***** ; and, SMO P a r t i c i p a t i o n  - $***** . 

Sec t ion  5 0 1 ( c ) ( 6 )  of t h e  Code provides  f o r  t h e  exemption of 
bus iness  leagues ,  chambers of commerce, and boards of t r a d e  not  
organized f o r  p r o f i t  and no p a r t  of t h e  n e t  earnings of which 
i n u r e s  t o  t h e  b e n e f i t  of any p r i v a t e  ind iv idua l .  

Sec t ion  1 . 5 0 1 ( ~ ) ( 6 ) - 1  of t h e  Income Tax Regulations d e f i n e s  
a  bus incss  lteaque a s  an assoc ia t ion  of persons having some common 
b1~sineos i n t e e s t ,  t h e  purpose of which is t o  promote such 
i n t e r e s t  and not  t o  engage i n  a  r e g u l a r  bus iness  of a  kind 
o r d i n a r i l y  c a r r i e d  on f o r  p r o f i t .  It is  an organ iza t ion  of t h e  
same genera l  c l a s s  a s  a  chamber of commerce c r  board of t r a d e ,  
and its a c t i v i t i e s  should he  d i r e c t e d  t o  t h e  improvement of 
b u s i n e s s  condi t ions  i n  one o r  more l i n e s  of business  a s  
d i s t i n g u i s h e d  from t h e  performance of  p a r t i c u l a r  s e r v i c e s  f o r  
i n d i v i d u a l  members. 

Rev. R L , ~ .  74-553, 1974-2 C.B. 168, holds  t h a t  a  nonprof i t  
o rgan iza t ion  formed by members of a  S t a t e  medical a s s o c i a t i o n  t o  
o p e r a t e  peer  review boards f o r  t h e  primary purpose of 
e s t a b l i s h i n g  2nd maintaining s tandards  f o r  q u a l i t y ,  q u a n t i t y ,  and 
reasonableness  uL c o s t s  of medical s e r v i c e s  q u a l i f i e s  f o r  
exemption under s e c t i o n  501(c ) (6)  of t he  Code. 'The r u i i n g  s t a t e s  
t h a t  whi le  t h e  o rqan iza t ion  works with  insur2:ce  compailies, it 
n e i t h e r  des igns ,  sponsors ,  o r  opera tes  ~ F e p a i d  h e a l t h  insurance 
programs, nor s e t s  minimum standards  which must be included i n  an 
insurance  b e n e f i t s  package. 

Rev. Bul. 56-65, 1956-1 C.B. 199, ho lds  t h a t  a l o c a l  
o r g a n i z a t i o n  whose p r i n c i p s i  a c t i v i t y  c o n s i s t s  of fu rn i sh ing  
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p a r r i c t z l a r  i n f o m a t i o n  and s p e c i a l i z e d  ind iv idua l  s e r r l s e s  r o  its 
Y ~ d i v l d u a l  members engaged i n  a  p a r t i c u l a r  i n d u s ~ r y ,  through 
p u b l i c a t i o n s  and o t h e r  neans t o  e f f e c t  economies i n  i h e  operazion 
of their i n d i ~ ~ i t u a l  businesses ,  is p e r f  o ra ing  paPLicu la r  s e r ~ i c e s  
f o r  individv-.L persons .  Such o rgan iza t ion ,  t h e r e f o r e ,  is no t  
e n t i t l e d  t o  exemption from f e d e r a l  income t a x  under sec" ~ 1 o n  
5 0 1 ( c ) ( 6 )  of t h e  Code a s  a  bus iness  league even though it 
p e r f o r n s  f u n c t i o n s  which a r e  of b e n e f i t  t o  t h e  p a r t i c u l a r  
i n d u s t r y  and +he p u b l i c  genera l ly .  

Rev. Rul. 68-254, 1968-1 C.E. 264, holds  t h a t  an a c t i v i t y  
t h a t  s e r v e s  a s  a  convenience o r  economy t o  menbers i n  t h e  
o p e r a t i o n  of t h e i r  businesses  is a  p a r t i c u l a r  s e r v i c e  of t h e  t y g e  
p r o s c r i b e d  by tine regu la t ions .  

Your primary a c t i v i t i e s  a r e  t h e  admin i s t ra t ion  of t h e  t h i r d -  
p a r t y  payment programs and t h e  u t i l i z a t i o n  review and q u a l i t y  
assurance  s e r v i c e s  a s s o c i a t e d  wi th  t hs  above programs. You 
prov ide  a  pool of a v a i l a b l e  c h i r o p r a c t o r s  t o  va r ious  W-Os, and 
PPOs, o r  o t h e r  insurance  v e h i c l e s  f o r  inc lus ion  i n  t h e i r  p lans .  
Ysu c o n t r a c t  wi th  t h e s e  insurance groups on behal-f of your 
menbers, mainta in  u t i l i z a t i o n  d a t a  requ i red  t o  be kept  by I-D.!Os. 
a d v e r t i s e  and pronote  t h e  s e r v i c e s  02 your p a r t i c i p a n t s ,  and 
r e p r e s e n t  your nembers i n  t h e  es t3bl ishment  of f e e  schedules wich 
t h e  v a r i o u s  h e a l t h  c a r e  veh ic les .  By a c t i n g  a s  t h e  prcqran 
a d m i n i s t r a t o r ,  you w i l l  be providing your e n r o l l e d  c h i r o p r a c t o r s  
w i t h  a more s t a b l e  p a t i e n t  base,  new p a t i e n t s ,  and both 
a d m i n i s t r a t i v e  and f i n a n c i a l  s e r v i c e s .  A l l  o f  the above s e r v i c e s  
which you p e r f o r n  a r e  a c t i v i t i e s  which would o t h e m i s e  have t o  be  
c a r r i e d  on by o r  f o r  your p a r t i c i p a t i n g  c h i r o p r a c t o r s .  Like t h e  
o r q a n i z a t i o n s  i n  Rev. Ruls. 56-65 and 68-264, both c i t e d  supra ,  
your primary a c t i v i t y  is providing p a r t i c u l a r  information and 
s p e c i a l i z e d  i n d i v i d ~ a l  s e r v i c e s  t o  your pa r t - i c ipa t ing  
c h i r o p r a c t o r s  through t h e  admin i s t ra t ion  of t h e  insurance 
programs and o t h e r  s e r v i c e s  aes igned t o  e f f e c t  economies i n  t h e  
o p e r a t i o n  of your members' i!ldividual p r a c t i c e s .  

You a r e  d i s t i n g u i s h a b l e  from t h e  o rgan iza t ion  i n  Rev. Rul. 
74-553, supra ,  i n  t h a t  whereas t h e  o rgan iza t ion  i n  t h e  revenue 
r u l i n g ,  n e i t h e r  des igns ,  sponr?rs ,  o r  opera tes  prepaid  h e a l t h  
i n s u r a n c e  programs, nor  se ts  rhe minimum s tandards  which must be 
inc luded  i n  an insurance  b e n e f i t s  package, you perform t h e s e  
s e r v i c e s  as your primary activi!iy. A s  such, you e r e  providing 
p a r t i c u l a r  s e r v i c e s  f o r  ind iv idua l  persons  wi th in  t h e  meaning of 
s e c t i o n  1.501 ( c )  ( 6 )  -1 of t h e  r e g u l a t i o n s  and may n o t  be 
recognized a s  exempt under s e c t i o n  5 0 T ( c ) ( 6 )  of t h e  Code. 

Uased on t h e  foregoing,  we ho ld  t h a t  you do n o t  q u a l i f y  f o r  
exemption from f e d e r a l  income t a x  a s  an o rgan iza t ion  descr ibed 
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i n  s ec t ion  5 6 i ( c ) ( 6 )  of t h e  C3d.a- Accordingly, you a r e  required .- &-I - f i l e  f ede ra l  income t a x  recurns . 
You have t h e  r i g h t  t o  p ro t e s t  this ru l ing  i f  you bel ieve i~ 

is incorrec t .  To p r o t e s t ,  you should subni t  a  statement of your 
views, w i t h  a  f u l l  explanation of your reasoning. This  
s tatement  must be submitted wi th i3  30 days from today, i n  
dup l i ca t e ,  and must be signed by one of y m r  p r inc ipa l  o f f i c e r s .  
When sending a p r o t e s t  o r  other  correspondence with respec t  ts 

' t h i s  case,  you w i l l  expedite its rece ip t  by placing t l e  following 
symbols on t h e  envelope: ************** ***** ****. These 
:;ymbols do not r e f e r  t o  your case ,  bu t  ra+Lher t o  its Lzcntian. 

You a l s o  have t h e  r i g h t  t o  a  conference in t h i s  o f f i c e  a f t e r  
,your p r o t e s t  statement is submitted. I f  you d e s i r e  a conference, 
you s u s t  request  it when you f i l e  your p r o t e s t  statement. I f  you 
a r e  t o  be represented by someone who is no t  one of your p r inc ipa l  
o f f i c e r s ,  t h a t  person must f i l e  a  groper  power of a t torney  and 
otherwise qua l i fy  under our Conference and Prac t ice  Requirenenrs. 

If we do not  hear  from yau within 30 days, t h i s  ru l i ng  w i l l  
become f i n a l  and copies  w i l l  be forwarded t o  the  key D i s t r i c t  
Di rec tor ,  Cliicago, I l l i n o i s ,  which is your key d i s t r i c t  f o r  
exempt organizat ion matters.  Thereafter ,  any quest ions aboct 
your federa l  income t a x  s t a t u s  should be addressed t o  your kek 
D i s t r i c t  Director.  

Sincerely yours, 

****** ********  
Chief ,  Exempt Organizations 

Rulings Branch 1 

cc: *** ******  
****  ********  


